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YONKERS, N. Y. 

You are right, brother (the letter 1 
ferred to the article in the June issue 
“It's Facts They Demand”) ... 
infer that people who put their money into 


when you 


securities were fed up long ago with tps 
and want solid information. Tips, as | 
among others discovered along the uncer 
tain path of profits’ anticipation, can be 
expensive. Plain facts are acquired cheaply; 
they have, I am sure, been found to be 
more productive in the market. When a 
trader finds facts to build a position on, 
he doesn’t have to argue with himsell 
about whether or not he bought or sold 
with real /ntelligence, and that is a great 
relief to a person who once thought a hot 
tip must have brains back of it -somebody 
else's brains! 


HH WC. 


NEW YORK. CITY 

The war absorbs so much public atten 
tion... that, while I invest in securities 
when the residue of my quarterly income 
permits (after buying more War Bonds), 
the progress of public utility preferred 
stocks had practically escaped my atten 
tion until your magazine article this 
month told about it. Percentage price 
gains over a year of very low-priced com 
mon stocks brings no surprise. If a price 
is only a few dollars and a rise of 100 per 
cent occurs, such a price is still low. Look 
ing at the table with the article, | note a 
rise ol nearly 400 per cent in one common 
stock; but it means little, it seems to me, 
because the advanced price 1s only 5 
But when preterred stocks advance 150 to 


, 


more than 250 per cent in a year, the mes 


sage to the observer is quite different. A 
person thinks o 


assets, although divi- 
dends may not be paid. . . . Thanks for 
the “interrupting thought.” The article 
has re-aroused my desire to keep abreast 
of securities. 


LU. F. 


CINCINNATI, ©O. 

The stock market is showing once more 
(the letter was dated July 28) that action 
and reaction here are both still potent. 
When too many people buy too many 
stocks—so I leok at the price decline—a 
corrective comes about at slight provoca- 
tion. Mussolini's abrupt collapse probably 
was it. Still, the market stage had been 
made ready for a partial dim-out by the 
element | refer to. The same effect might 
have been caused by some other event. 
The market has seen plenty of the same 
phenomena in times of peace. 


©. Ka... 


NORRISTOWN, PA. 


| have been looking in such market let- 
ters as come my way, as well as in general 
publications, for a particular forecast 
which has evidently not yet appeared in 
print. So I'll offer it myself. The change 
of our present economy from war to peace 
will come about in two stages hence it 
will not be as abrupt or unsettling as the 
impact ef peace was in 1918. The first 
stage will be when the European war 
ends; the second, possibly many months 
alter Hitler and his gang call it a day, will 
come with the end of Japanese militarism. 
In between these vastly desired events, the 


tempo of American war manufacturing 


will slacken somewhat, the production ot 
peace goods will get under way, thousands 
of honorably discharged veterans will re- 
turn to their former jobs or acquire new 
enes, the nation will grapple with problems 
of post-war inflation without being pitch- 
forked into precipitate contact with these 
problems. Wait and see if this prophecy is 


not correct. 


PROVIDENCE. ®. I. 

What public utility stocks have done 
price-wise in 12 months is one thing, just 
water over the wheel; but does your July 
article about these “market wanderers,” 
your rather far-fetched description, mean 
to intimate that there is still more in util- 
ity stock prices to come? A trader like 
myself would like to know. I thought the 
utilities were completely in the dog hous: 
back in 1938, and took some losses regret 
tably which I would like to make up. 


Eprior’s Nore: The article reterred to carried no 
intended intumation whatever as to future courses 
of pubhe uulity securities. The facts about. price 
gains of listed issues, and the comment dealing 
with the Federal Revenue Act of 1942 along 
with other items, were presented as thought-pro 
voking material, of use in studying the situation 


of public utility corporations. 


ROCHESTER. N. Y. 
Enclosed please find one dollar for a 
year’s subscription to “The Exchange.” | 
just read a copy of your magazine for the 
first time at the public library, and found 
it most provocative. 


U. MacD. 
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An Old Tale Has Ended But the Moral Lingers On 


HEN the stock market suddenly 
loses confidence in its price front 
because of a development occurring in 
a great War, it is an American custom 
to lay the blame entirely upon this event, 
whatever 


it may be. A brisk reaction 


a period of rebound then ir- 
regularity for a time, these steps con- 


In World 


War I such occurrences appeared on sev- 


stitute the familiar pattern. 
eral occasions. An old story Was told, 
therefore, on July 26 of this summer, the 
day after Mussolini quit the Italian ship 
of state in a hurry. 

The story was told in New York, Chi- 
cago, Boston and other cities where se- 
curities markets maintain. In London, 


on the other hand, stock 


prices were 
firm on July 26 and remained steady for 
several days; 


in fact they were steady 


over there most of the time until the 
American markets regained at least part 
of their poise on August 3. Stocks re- 
ceded on this side of the Adantic when 
thoughts of the approach of peace were 
Stocks 


although 


aroused by Mussolini's eclipse. 
remained steady in London, 
the same hopes were voiced in that in- 
Peace 


ternational center. appeared to 


impart quite Opposing impressions to 


owners of securities in New York and 
London. Why this should be so, nobody 


knows, but it has occurred before. 


By FREDERICK W. THOBEX 


If the happening in late July, and its 
continuing aftermath, were peculiar to 


World War Il, 


might be considered of some historical 


the current stage of 
importance. The price chart draftsmen 


could, doubtless, employ Mussolini's 
exit as a phenomenon upon which to 
base forecasts of one kind or another, 


hinged directly upon progress of the 


United Nations in the war. As observers 
of the course of the stock market at close 
range may view conditions current and 
of the very recent past, it seems morc 
to take into 


realistic, however, account 


certain elements besides Mussolini's fall. 


A Base Further Back 


Examination of market averages in 
dicates that, as abrupt as was the price 
reversal in late July, it did not come out 
The Dow, 


dustrial stock 


of the blue. Jones & Co, in 


average had reached 
highest 1943 level 145.52 on July 14, 
nearly two weeks before the turn ot 
events in Italy. The index turned down 
ward from that peak after recording an 
advance, without any really substantial 


April 


substantial 


set-backs, of 31.72 “points” since 


28, 1942. That is a fairly 


price movement for 15 months. The 
average had begun to draw back slowly 
after considerable publicity was turning 


toward uncertainties as respects COrpo 


rations profits because of war contract 
renegotiations. It had acted inconclu 


sively after investors and traders in 
common stock equities had applied a 
bit of study to the earnings figures of 
a corporation heavily engaged in war 
production whose revised statement for 
1g42 revealed a net profit of something 
more than $5 a share against earlier 
estimates of around $20 a share. 

It should not be overlooked, too, that 


the recurrence of estimates of higher 


taxes in the forthcoming Federal Rev 
enue Act was spot-lighted in Washing 


ton from the middle otf 


July onward; 


and concurrently it became a matter of 
comment that a number of corporations 
were finding it dithcult to calculate their 
usual mid-year estimates of profits after 


Halt 


yearly statements were being delayed in 


taxes and renegotiated contracts. 


many cases because of executive difh- 
culty in determining a reasonable picture 
of net income for the period. 
Arranged against such items of purely 
domestic application was, of course, the 
sumulating progress of United Nations’ 
arms. It may seem a paradox that un 
expected proof of this progress in the 


Axis 


political situation should help unsettle 


form of a significant change in the 


securities prices, but this article is con 


cerned primarily with the American 





custom in such things. From a broader 


oint of view, it seems fair to assume 


that the price retreat on the Italian news 
acted chiefly to intensify a condition 
which had been developing, marketwise, 
lor some time, 

The old, 
may say that it won't be repeated before 


Hitler and Hirohito 


render. 


pattern was and no one 


are forced to sur- 


It was old when news of un- 
expected happenings in World War I 


broke upon the nations as upon 


the occasion taken by Kaiser Wilhelm 


1 December, gif, to try for al peace 


The 


pattern was doubtless old in the 1860's 


settlement upon his own terms. 


when news of a great defeat of the 
Northern armies in the Civil War 
brought a rise of stocks in New York, 


and great victories by arms of the North 
were followed by a price decline. It is 
possible to reason, nevertheless, that at 
tendant factors are more influential in 
shaping price action and reaction at 
present than in past years, and for this 
reason comment is warranted that the 
trend of business in securities these days 
stands free of the near-hysteria which 
often accompanied unexpected news in 


past war periods. 
Point of Emphasis 


Reference to comparative price de 
clines in the table on this page lends 
emphasis to this point. Allowance has 
to be made for the speculative situation 
in gi, and also for the fact that the 
general run of stock prices was much 
higher then than in July, 1943. With 
more active speculation and with prices 
higher, it could be expected that a shock 
imparted to trading confidence by the 
peace move of December, 1916, would 
cause sharper declines than in a market 
with lower price levels, and that was 
what occurred. But the pattern was 
much similar on the two Occasions 27 
vears apart except that in July, 
1943, the recession was more orderly 
was more quickly 


} 
and equilibrium 


reached. 





Price Effects of Early Peace Talks 


In Two World Wars 


The eclipse of Mussolini on July 25; 
1943, injected thoughts of peace moves 
into the securities market and aided to 
bring about a brisk price decline. The 
event had familiar aspects for market 
observers who remembered World 
War I. 

Kaiser Wilhelm called for a special 
session of the Reichstag on December 
11, 1916, soon after Rumania had sur- 
rendered to the Germans. Peace feelers 
Berlin. 


grain markets receded sharply in Amer- 


went out from Securities and 


ica. On December 19 Premier David 
Lloyd George, of England, demanded 
that the Germans “make complete resti- 
tution, full reparation, and give effectual 
Prices 


guaranties against repetition.” 


hardened but on the next day President 


Wilson asked all the belligerents to state 
their aims and the markets fell further. 
On December 21 the Dow, Jones & Co. 
industrial stock average reached its low- 
est level of that month and a rally began 
with irregular, hesitant movements later. 

The table shows price comparisons 
over 21 days on each occasion, down to 
the date when prices gave indications 
of a recovery. It is seen that, while 
many individual “war babies” of 1916 
experienced sharper percentage reces- 
sions, a number of the 18 stocks receded 
little further than they did after Mus- 
solini stepped out of tne military pic- 
ture. Considering the more vigorous 
speculation of 1916, the price contrasts 
suggest that peace talk maintains its in- 


fluence in one war much as in another. 














21 DAYS OF STOCK MARKET SUSPENSE 
1916 1943 
Prices Peace-talk = Per Cent Prices Peace-talk — Per Cer 
Dec. 1 Low Decline July 171 Low! Declin 
Atchison ; 105! 10114 4.0 6314 501% 10.7 
Ches. & Ohio . . 67% 62 8.5 48%. 4414 8.5 
Del. & Hudson . 15] 1487. 1.4 154 13 14.8 
Allis-Chalmers 5 24 31.4 4] 36 12.2 
American Can 62 +4 29.0 Q() 14, * 821, 8.8 
Amer. C. & F. 7+ 6014 18.6 3814 3314 12.8 
Amer. Loco. . 8934 67 *%4 24.5 147. 124% 17.6 
Amer. Smelting . 117'% 1007s 13.9 42% 39% 7.0 
Anaconda , 987% 71% 21.9 28'% 25 3%4 8.4 
Bethlehem Steel 620 489 21.1 644 60 7.3 
Gen'l. Electric 180 16014 10.8 38% 35! 4 93 
Gen'l. Motors . oo 120 11.1 5, 50% 9.2 
Inter. Nickel. . . 7% 387% 18.2 33% 29% th 
N. Y. Air Brake 173 132, 23.4 3Q* 5 10.3 
Republic Steel 8814 69% 4 20 17 15.0 
Studebaker 120'4 100'. 16.7 12% 10 i Ae, 
U. S. Rubber 6678 ss, 17.0 43! 391, 9.2 
U. S. Steel 125% 10013 20.2 58% 53% 8.6 
Average 17.4 Average 11.0 
'Closing Prices. “Bid. 
So far as parallels, with the world In the 21 days from December 1, 1916, 


complexities of 27 years standing be- 
tween them, supply material for securi- 
ties market study, the statistics may be 


presented, 





to the day when the Dow, Jones indus- 
trial average reached the bottom of the 
reaction, the general market showed a 


(continued on page 16) 
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r.. a few days now, and Uncle 
Sam, by proxy, will be ringing your 
doorbell or leaning over your desk with 

sales talk guaranteed neither to bore 
nor meet resistance. You will have no 
thought of demurring to the tenor of 
the sales approach if you hold in your 
minds eye the combat picture repro- 
duced on this page. 

Uncle Sam will ask for your money 

lots of it—as a loan for the train- 
nye, food, equipment, transportation, 
and as much comfert as is possible for 
10,000,000 American boys like these who 
ire putting all they have into a more 
sclemn engagement in Europe, in the 


lands of the Pacific and on the seas. 


Monolithic Total 


The occasion of Uncle Sam’s call will 
be the Third War Loan Drive, aimed 
at the borrowing of $15,000,000,000 from 
non-banking lenders. The financial and 
business districts of New York City 
are wide and extend hundreds of feet 
into the air, but it is on the schedule 
of the War Finance Committee of New 
Yerk State that salesmen will call upon 
every tenant of this multitude of offices, 
as Well as upon residents at their homes. 

The sales campaign will be launched 
on September g. Again, as in the drive 
of last Spring, the Banking and Invest- 
ment Division, operating under the 
War Finance Committee of the State, 


will be made up of 15 bank-dealer teams 


— FOR THE GREEN LIGHT IN 
<oRD WAR LOAN CAMPAIGN 


They Force The Attack .. Back That Attack! 


American Soldiers Engaged in the Task of Recovering Cold, Dismal Attu From Japanese 


Tensely Await Mortar’s Explosion . 


Of l S. Na 


headed by the 15 largest banks. This 
Division will include in its sales force 
members of the securities industry, 
brought into the work on the basis of 
firms and houses. Far more business 
units will be represented than in the 


April campaign and, considering the 


participation of member firms of the 
New York Stock Exchange, 


record scored last Spring will provide a 


the sales 


. » Soldier on the Right is Telephoning 


Photo from Acme 


mark to shoot at with big-caliber guns. 

In the Second War Loan campaign 
representatives of 156 Stock Exchange 
firms worked with the 15 teams. With 
the strong aid of firms which acted in- 
dividually, their sales totalled approxi- 
mately $5: )0,000,000, represented by more 
than 12,000 individual transactions. On 
Good Friday, when the Stock Exchange 


was closed, the Exchange’s member 


3 









































* * * Compelling Motives for Next Month’s Task * * * 





Members of the New York Stock Exchange community who 
lend their wholehearted efforts to the Third War Loan Cam- 
paign in September will be spurred by the record of service and 
sacrifice pictured on the cover of this issue of THE EXCHANGE. 

The 5,300 men and women to enter the armed services of the 
United States were our associates before leaving their desks to 
fight for America .. . they are expecting our complete support. 
The memory of the 13 to render the last full measure of devotion 
urges that we do all within our power to gather the resources to 
insure that they shall not have died in vain. 

As a dedication of the Stock Exchange community's endeavor, 
from Coast to Coast, in the continued financing of America’s par- 
ticipation in the war, it is fitting to publish the names and con- 
nections of those who have died in the line of duty: 













Kenneth S. Beall 2.) Navy October 30, 1942 Cruttenden & Co. 
Mitchell Cohn . Nav December 7, 1941 Asiel & Co. 


Theodore Frelinghusen Air Corps February 19, 1943 W. E. Hutton & Co. 








Vhadino Hubbell . . Air Corps October 25, 1942 F. S. Moseley & Co. 
John B. Kane . Navy August) 14, 1943 Auchincloss, Parker & Redpath 
Willard D. Litt. 2.) Navy October 25. 1942 W. R. K. Taylor & Co. 





kdward McKeon* 





Air Corps December Laird & Co, 











Wiltred John Mulligan 


Kenneth H. Muirf 2.) Nav 

















+Posthumously awarded 








Al. HL. Peterson, Jr. 2. Nav 


firm partners and personnel rounded up 


subscriptions for $16,000,000 of bonds, 
making 1,158 separate sales that day. 
Such figures depict the formidable 
sales power of the Exchange’s member 
firms and their ofhces from coast to 
coast, especially when the distribution 
of a premier issue of securities is backed 
up by extensive advertising. For the 
Second War Loan Stock Exchange 
members and firms published thou- 
sand-line advertisements in newspapers 
of 38 cities. Extensive advertising of 


the Third War Loan is being readied 


*Posthumously awarded Order of the Purple Heart 
by Secretary of War Henry L. Stimson 


Air Corps March 


December 31, 1942) De Coppet & Doremus 





the Navy Cross for 


December 7. 1941 Craigmyle, Pinney & Co. 
Loring Thompson ~ Army Januar) 
William C. Tierne . Coast Guard June, 


Thomas H. Vogel Air Corps \ugus 



















>, 1942 Craigmyle, Pinney & Co. 











heroism 











. 1943 Brown Bros., Harriman & Co. 
1943 Montgomery, Scott & Co. 


14, 1942 Kuhn, Loeb & Co. 


under auspices of the Association of 
Stock Exchange Firms. And _ prospects 
are that the tempo of personal solicita- 
tion by the community’s members will 
be stepped up sharply. 

For one thing, far more member 
firms will be represented on the 15 
committees than in the Second Loan 
Drive. Eugene R. Black, Director of 
the Banking and Investment Division 
of the New York State War Finance 
Committee expects that all of the 4oo 
Stock Exchange houses located in New 


York will join the teams, thus rounding 


out the most complete organizati 1 
centered in the financial district of New 
York that has yet been formed to swell 
the volume of subscriptions in) war 
financing. 

“While the immediate objective o| 
the Third War Loan drive is to raise 
the money,” says Mr. Black, “the 
broader objective is to have every 
American buy to his limit. Obviously 
this will require a highly organized 
and a very large force of solicitors. 
Thousands of volunteers will take part, 
along with experienced securities sales 
men, for in this campaign we hope to 
present the merits of the cause, and the 
bond values offered, to all the people in 
the State of New York. That will mean 
persistent work and a lot of it.” 

The size of September’s task may be 
visualized through comparisons with 
the Second War Loan results. The goal 
set for the Second Loan was $13,000,- 
000,000 ot which $8,000,000,000 Was to 
come from other subscribers than com 
mercial banks, with the banks subscrib- 
ing $5,000,000,000. This time the full 
$15,000,000,000 sought is to be acquired 
without recourse to subscriptions from 
commercial banks for their own ac- 
count. An offering to commercial banks 
is planned to occur after the public 


campaign has been completed. 


Field of Operation 


For Stock Exchange firms the field of 
solicitation comprises for the most part 
the accounts on their books—investors 
who employ their services in the pur- 
chase and sale of corporate securities. 
A number of Exchange houses are pre- 
paring to send out circulars to custom 
ers. In advance of the Second Loan 
one firm circularized more than 100,009 
individuals, while others reached addi 
tional hundreds of thousands of “pros 
pects” by aid of a similar medium. 

Whether or not the “prospects” to be 
solicited during the campaign are fa 


(continued on page 10) 
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West Coast 


Industry Prepares 


for Post-War 
Sales Growth 


By SIDNEY P. ALLEN 


Financial Editor 


XCLAIMED the Visionary, “What 

do you mean we're limited to 15 
per cent of the country’s population as 
a primary market for our post-war in- 
dustrial production? Why, man, we've 
got a billion potential customers. We 
have the whole Pacific Basin, topped 
by 450,000,000 Chinese, as our market.” 

Lofty statistics struggled for expres- 
sion, 

“Think, just $1 spent by each of these 
people for our goods and we have a 
billion dollars worth of export business. 
And this area has been barely scratched, 
commercially speaking.” 

Extravagant? Maybe. But the Vision- 


ary is right there with the answers any 


time you even think about the post-war 
possibilities for industry on the Pacific 
Coast. He pulsates with enthusiasm, 
and can hardly wait for war's end to 
see his dream begin to unfold. 

And there’s much to be said for his 
argument. Some day his dream could 
become reality, sweeping Pacific Coast 
industry to heavenly pinnacles. 

But perhaps the Visionary has his 
feet too far off the ground. Perhaps 
analysis of the West’s industrial mar- 
ket possibilities should be approached 
more calmly, more conservatively. And 
most Western industrial and financial 
leaders are proceeding with post-war 
basis, 


planning on just such a even 





FREDERICK LEWIS 


State of Washington timber—Bonneville Dam 


while quietly harboring the hope that 
the Visionary will prove right. 
The 


gained 


Pacific Coast obviously has 


industrial advan 


The 


ledger shows that several score impor 


tremendous 


tages from the war. economic 


tant new entries have been added on 
the credit side to practically none on 
the debit side during the past three 


Vears. 


Gains From War Conditions 


ven a cursory glimpse demonstrates 
this fact. War has swept the Coast's 
full 


and giant adulthood. And it has built 


adolescent aircraft’ industry into 
a colossal shipbuilding industry. 

In the post-war view, however, other 
developments loom even more funda 
ental. War has built a light metals in- 
dustry on the Pacific Coast, paced by 
large aluminum and magnesium pro 
duction and followed by substantial 
steel, manganese and chrome develop 
ment. 

Coupled with the nation’s greatest 
potential volume of cheap power, the 
seed for a potent metallurgical industry 


is ready to sprout. The productive ca 








pacity is there, but can the product be 
marketed ? 

Cheap Columbia River power also 
carries with it the possibility of an im- 
portant phosphate fertilizer industry, 
utilizing the “mountains of phosphates” 
in near-by Idaho. But, is there a mar- 
ket for it? 

The petroleum industry is rapidly 
striding into the field) of industrial 
chemicals, as witness the rise of plastics, 
synthetic rubber, etc. And the vast 
western lumber industry has also “gone 
scientific’ and is now the source for 
industrial chemicals, plastics, and what 
hol 

All these developments and more be- 
sides spell wonderful new productive 
ability, a wealth of new resources, and 
a potentially mighty new Pacific Coast 
industrial enterprise. And war has pre- 
sented the Coast with another funda- 
mental credit. It has provided a good 
supply of experienced and _ intelligent 


labor, plenty of it highly skilled. 


Green Light Showing 


The road is almost clear, then, for 
development of an industrial empire 
that would satisfy even the Visionary's 
dream of things to come. But an in- 
dustrial empire is not simply  predes- 
tined for the West. It must be solidly 
constructed. 

Unhappily, not even the smartest of 
post-war planners can be sure that mar- 
kets can keep full stride with produc 
tion potentialities. Unless willing to go 
“all-out” in a gamble, the industrialist 
confines his production commitments 
to the known, or reasonably well as- 
sured, market prospects. 


What are these 


around 15 per cent of the nation’s pop- 


markets? Well, 


ulation mav live west of the Rockies 
after the war, or 18 to 20,000,000 people. 
This is a good nucleus market. particu- 
larly since part of it is a real “quality” 
outlet. Stull, by itself it is hardly the 


basis tor more vast mass-production in 





dustries such as America has produced 
in the last few decades. 

There is, however, a factor in. the 
population figures that is decidedly en- 
couraging to western planners. There 
is a consistent westward trend of mi- 
gration which has been sharply acceler- 
ited by war. Pacific Coast states, stud- 
ies show, have gained some 2,500,000 in 
population in the last three years. 

There is every reason to anticipate 
that these migrants will stay, and that 
the growth of the West will continue. 
The western market, then, is funda- 


mentally a growing market. 


Expanding Activities 

Companies with a national distribu- 
tion are more and more aware of the 
importance to them of that trend. In 
recent years there has been a persistent 
expansion of their activities and facil- 
ities on the Pacific Coast. In place of 
formerly modest distribution branches, 
in fact, some are doing large-scale as- 
sembly and even basic manufacturing 
on the Coast. They are laying the 
foundation for whatever trade possibil- 
ities may develop in the vast Pacific 
Basin. 

This, of course, is sound. More such 
industrial migration is imminent, and 
the action tells the story of hard-headed 
post-war imagination and planning. 

The West's potential new products 
will attract ever more manufacturers 
with an eye to exploitation through 
their established distribution channels. 
But the ever-present question of eco- 
nomics of production will keep the 
competitive factor alive throughout this 
industrial nation. 

Some of the western products prob- 
bly won't be able to compete with 
cheaper products from other sections. 
The broad question of production and 
distribution costs, in fact, filter into 
nearly every discussion of the Pacific's 
potential new industrial empire. It re- 


mains to be seen just where the new 


western industry can best compete. 

But that’s veering to production, and 
we're primarily concerned in this 
cle with the distribution, or market ck 
velopment, question. 

You see a relatively small basic west- 
ern market, but one with a rising curve 
based on population, and one with 
relatively high degree of quality. But 
you do not see the vast post-war po 
tentialities that accompany a density ot 
population unless— 

Unless you cither agree with the 
Visionary that you can sell to most of 
the billion people in the entire Pacitic 
Basin, or you believe that the Pacific 
Coast can competitively push estab 
lished Eastern producers into the po- 
sition of economic step-child. 

In brief, you can either continue 
West and South for market distribu 
tion, or try to produce better goods 
more cheaply than anyone else for dis 
tribution in the most concentrated 
(eastern) United States markets. 

This second alternative appears un 
likely in most of the major pre-war in 
dustrial categories. Shipbuilding, for 
instance, is seen to face a dubious future 
in the West, although more of the in 
dustry will remain than existed before 
the war. 

Automobile production, despite west 
ern “headline” boasts of new cars to be 
sold for $1 a pound from service sta- 
tions, is generally regarded as merely 
an idea. There is planning, however. 
And it is always a possibility that a 
western light metal or plastic design 
might “steal a march” on the established 
auto producers. 

Developments in metal, the post-war 
planners enthuse, can spell a good com- 
petitive position for certain western en 
terprises. The aircraft industry, for in- 
stance, was centered in California b: 
fore war and the advance of light metals 


helps to further strengthen that position. 


Electro-metallurgy can likewise line 


(continued on page 15) 
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SECU RITIES 


RY, formal stock exchange pro- 

cedure is sometimes enlivened by 
swift-moving dramatic action. For ex- 
ample— 

The Board of Governors of the New 
York Stock Exchange recently found 
before it at a meeting a droughty mem- 
orandum with an introductory para- 
graph, as follows: 

“This notifies the Exchange of a 
change in the designation of The United 
Gas Improvement Company's Common 
Stock without par value to Capital Stock 
without par value incident to a Plan for 
divestment of certain securities and other 
assets under Section 11(e) of the Pub- 
lic Utility Holding Company Act of 


1935. 


Conowingo Hydro-Electric development, and (below) overhauling 
225,000 turbo-generator, Philadelphia's mightiest engine. 


Just another application of the famous 
“death sentence” feature of the Act. so 
it seemed. But the additional text of the 
memorandum developed implications of 
much significance to thousands of hold- 
ers of The United Gas Improvement 
shares. Also it tossed a problem into 
the Stock Exchange's lap. 

Briefly the data recounted that owners 
of the 23,252,000 UGI shares of common 


stock were to receive around August 20 


some 7,750,660 shares of common stock 
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of the Philadelphia Electric Company 
as a “partial distribution of capital.” 
These securities, among others, were 
owned by The United Gas Improve 
ment Company. Instead of being con 
tinued in UGI ownership, they were to 
be distributed directly to UGI stock- 
holders. That’s what the Public Utility 
Holding Company law necessitated. 
The stockholders would get the Elec- 
tric Company stock, but they would 
have access to no adequate auction mar 
ket in which to sell if they should elect 
to dispose of any of their holdings. The 
United Gas Improvement Company had 
owned nearly all the existing Philadel 
phia Electric Company common. stock 


since 1924. 
Small Existing Market 
Dealings in the small amount of 


“free” shares had been of slight volume 


for many years. The stock had never 


been listed on the New York Stock 
Exchange, and, now, upwards — of 
7,750,000 shares were about to— seek 


broad market facilities. 








Some fast footwork by the New York 
Stock Exchange was essential if a New 
York market place were to he provided 
without delay and = possible inconveni 
ence lO INVeSsLOrS. 

Philadelphia Electric Company's man 
agement had concluded to apply for list 
a little 


ing on the Stock Exchange, but 


time would be required for the formali 
tics to he completed. Moreover, pPrece 
dents suggested that a considerable pub 
lic interest in the stock would = soon 
manifest itself of a kind that, long ago, 
moved the Stock Exchange to permit 
“when issued” trading in a forthcoming 
issue of mew securities. That is, trading 
In contracts covering the purchase or 
sale of securities which were to be de 
livered to the purchasers in the future 


upon the issuance of stock certificates. 


A Technicalit) 


Electric common was 


Philadelphia 


not, however, a new. stock, so “when 


issued” trading rules would not apply. 


Neither in Stock Exchange rules nor in 


the regulations of the Securities and 
Exchange Commission and the Federal 
Reserve Board was there a provision for 
“when distributed” dealings. It) was 


necessary to have one pronto! 

On June 15 the referred-to memoran 
dum went to the Governors. On July 6 
trading in Philadelphia Electric on a 
gan on the 


“when distributed” basis be 


floor. In the short interval, the SEC 
had given its assent to “when dis 
tributed” transactions in a block of com 
mon stock of Public Service of New 


Jersev (an analagous case inasmuch as 
this stock also was to be carved out of 
the UGI portfolio in the same way as 
Philadelphia Electric and the ruling set 
The Stock 


Exchange had revised a half-dozen of 


the necessary precedent). 
its rules to cover the situation. The tech 
nical requirements for conducting busi 


ness on the Hoor had been perfected. 


10) 


ye 


Microscopic Bond Discount 


[' you like monumental figures and 
infinitesimal percentages, consider 
the market position of all the bonds 
listed on the New York Stock Exchange 
The 


value of the 1,117 issues was $80,878,- 


at the close of last month. par 


879,937, Including United States Gov- 


ernment issues. The market value of 


the list was $80,352,221,151, or only 
$526,058,786 less than par. 

Put those figures through a calculat- 
ing machine and you find that the ratio 
to par value of the something-more-than 
$525,000,000 difference between par and 
market value is 0.065. In other words, 
the discount at which these billions of 
dollars of bonds were selling was 65 
hundredths of 1 per cent! 

Amid such an array any individual 
group of bonds of less than $1,000,000,000 
seems like small potatoes. Excepting the 
$61,150,478,040 par of Government and 
municipal issues, only 4 of the 2g listed 
groups—toreign government, petroleum, 
textiles, electrical equipment and so on 

totalled as much as $1,000,000,000. But 
bonds 


$10,0 33,720,494 par of railroad 


comprised a sizable section of the whole, 

and with this group selling no higher 

than 73.37 per cent of par, it would seem 
1 


that the rails might put a dent in the 


price front, even with other bond 
groups selling well above par in most 
Cases. 

Many of the above-par categories were 
so far over par, however, that the rail- 
road handicap was easily overcome. The 


United 


States and municipal issue, lumped to- 


average market value of the 


gether, was 104.30. The gas and elec- 


tric issues 


operating company were 
priced at 109.35, the tobacco group at 
107.22. and communications’ issues at 
110.72. 


Speaking of railroad bonds, of which 
a host were held in low repute as invest- 
ments not so long ago, it is interesting 
to review a section of the list that Tue 
Excuance has presented on other occa- 
sions. These are the bonds which were 
dropped from the New York State “legal 
list” back in the deplored 1930's because 
of poor rail earnings but were restored 


(continued on page 15) 





MARKET PERFORMANCE OF RAILROAD BONDS RESTORED TO 
“LEGAL LIST" IN NEW YORK STATE 


— Prices 
June Feb. July 
3() 15 31 
42°43 4B 
Atlantic C, L. 
Ist 4s ‘52 75 881, 907. 
gen. mort. 4'4s "64 5834 65% = 69 
Bangor & Aroostook 
cv. 4s ‘51 52 66 68 
Cent. Pac. 4s ‘49 70\, &9 98 
Chi. B. & Q. 
ref. 5s “71 A 71% 7734 90% 
ref. 444 *// B 63% 71%* 80% 
CCC. & St..L. 46 935 6/ 73%* 8514 
Cleve. S.L. 4s “61. 68% 73% 97 
Cleve. Un. T.5'4s'72 78 784% 92 
Det. T.T. 44s ‘61 82%+ YI gg, 
Gt. Nor. 5s °73 88>L* 98 10712 


*Bid price on New York Stock Exchange. 


a Prices —_———— 
June Feb. July 
30) 15 31 
‘42 °43 "43 
Ill. Cent. 34%s °52.. 414 46% 56 
Kan. C. So. 3s 50 58Y, 64 70 
Mich. C. 4'5s °79 33% 63% 7/ 
N.C. & St. L. 4s 778. 624%4 72 78% 
N.Y. Cent. 444s 2013 45% 51% 53% 
N.Y.C.&H.R.3'4s’97 69 79 8534 


So. Pacific— 
Ore. S.L. 444s °77 52% 57\% 6414 


S.F. Ter. 4s °50.. 84 9] 9678 
Southern Ry.— 

cons. 35s “94 88 7% 97%, 1054 

gen. 4s °56 6334 72% 76'4 
Tex. & Pac. 5s.°77.. 60 70% 84>4 
West. Md. 4s °52 841, 92% 93 


tAsked price on N. Y. Stock Exchange. 





How Far Can You Stretch 


a Corporation’s Profit? 


¥ \/ HEN the time comes for com- 
5 


panies now heavily engaged in 
wer production to reconvert to peace 
production, what will be the item caus- 
ing executives as much concern as any 
other? Answer in chorus: working 
capital! 


The uncertain status of free capital 





Elbow Room Desired by 
Business Executives 


Deductions made from direct 
testimony of business executives 
about factors shaping their poli- 
cies enable the National Industrial 
Conference Board, Inc. to make 
the following comment on taxes 
and corporate reserves in a report 
entitled, “Effects of Taxes Upon 
Corporate Policy”— 

“Taxes are levied on a definition 
of profit which does not allow for 
deductions to cover future con- 
tingencies of unpredictable dimen- 
sions. The feeling of insecurity 
of business executives would be 
greatly reduced if reasonable al- 
lowances for such contingencies 
could be deducted in computing 
taxable income. The tax rate that 
would be applied to the balance 
would seem to be a much less im- 
portant consideration. 

“The taxation of income to cor- 
porations instead of to stockhold- 
ers restricts the funds available for 
productive activity in war time 
and at other periods when the need 
tor production is great. For cor- 
porations whose policies forbid 
borrowing this means a net re- 
stricuon of consumers’ good or 


war goods. 











to be left over after Federal taxes have 
been paid and the renegotiation of con- 
tracts completed is a spectre causing 
broken sleep among many corporation 
heads. A feeling of uncertainty rather 
than of confidence in change-over con- 
ditions is being recorded not only in 
the comment of manufacturers with 
huge war orders on their books but also 
in the text of many mid-year estimates 
of earnings. Some companies are, in 
fact, reluctant to issue such estimates. 

Francis A. Callery, financial vice 
president of the Consolidated Vultee 
Aircraft Corporation, particularized the 
problems of inadequate reserves for the 
future in testimony recently before the 
House Naval Affairs Committee. In 
case of his own company, Mr. Callery 
said, working capital had been accumu- 
lated to an amount equal to only 2.25 per 


cent of sales in the last fiscal year, and 


equal to less than 1.5 per cent of 
current year’s sales. 

This sum of $9,000,000 Was equiva- 
lent to about two week's payroll under 
the present scale of operations. 

Having in mind the aircraft indus 
try, which has experienced a phenome 
nal growth as the direct result of the 
war demand, he recommended that 
contract renegotiation be made on prof- 
its remaining after taxes were provided 
for and that reserves for after-war_ re- 
adjustments be exempted from renego- 
uation. It was said in newspaper. ac- 
counts of the war plane maker's 
ebservations that they caused “a great 
deal of sober thinking,” . . . hardly a 
surprising development which could 
be carried further by students of income 
accounts who examine the table on this 
page. 

Some Have Room 

it is seen in the tabulated estimates 
of profits by representative companies 
listed on the New York Stock Ex- 


change that, while some apparently 





Six Months’ Reports of Earnings and Reserves 


Profit Betore 

Fed. Taxes 

& Reserves 
$14,883,186 
2,856,012 


Allis Chalmers 
Atlas Powder 


Am. Rad. & S. S. 7,657,523 


Cutler-Hammer 6,103,201 
Container Corp. 3,727,190 
General Cable 5.711.888 
Gillette S. R. 5,116,411 
Houdaille Hers. 5,336,898 


National Acme . 
Nat. Cash Reg. . 
N. Y. Air Brake 
Otis Elevator 9,036,950 
Phillips Petrol. 13,615,314 
Republic Steel . . . . . 35,603,732 
Skelly Oil 4,885,875 
Simmons Co. 2,805,142 
U. S. Rubber 24,755,150 
U. S. Steel 95,886,053 
Wheeling Steel 4,628,401 


12,280,053 
11,550,028 
1,398,947 


(*)Reserve for Contingencies. hag 


ot Net to 
Net After Profits Betore 


Fed. Taxes Fed. Taxes 


Reserves & Reserves & Reserves 
$ $3,488,186 23.44 
(*)75,000 767,012 26.86 
2,389,523 31.20 
700,000 1.154.896 18.9 
(*) 252,997 $33,219 22.36 
1,041,888 18.24 
1,558,339 30.63 
1,034,845 19.3 
1,254,053 10,21 


1,642,762 14.22 
446,947 31.95 


750,000 1,701,950 18.8 
7,345,314 53.95 
6,003,732 16.86 

2 556,675 52.33 

( ** )' 227,000 1,111,739 39.9 
6,912,466 27.92 

(*)12,000,000 31,086,053 32.42 


2,290,401 49.49 


)Partly against inventories. 








would have room to turn around after 
paving Federal taxes and making de- 
luctions for moderate contract renego- 
tiation, many would have comparatively 
little left over for corporate purposes 
and dividends. 

Only about one-third of the com- 
panies had, at mid-year, set up reserves 
and in cases where such reserves were 
noted they were, with one exception, 
rather modest in ratio to gross profits. 
In one or two instances the reports 
stated that a provision for renegotiation 
of contracts had been included in the 
figures, but the large majority were still 
waiting for this uncertain result to be 
arrived at, which may or may not be 
material. It is noticeable that only three 
of the grouped corporations announced 
the amount of reserves directly — set 


aside for contingencies. 


Shrunken Margin 


Five of the 1g companies which re- 
ported no reserves for the first six 
months of 1943 had less than 20. per 
cent of their profits left after providing 
for Federal taxes. One company which 
estimated its net before taxes and _re- 
serves (no reserves were reported) al 
upward of $12,000,009 retained only a 
shade more than 10 per cent of earnings 
after taxes. Another which earned an 
estimated $11,550,000 was left with less 
than 15 per cent after taxes, and a large 


steel corporation had less than 17 per 
cent with which to meet extraordinary 
financial events, to say nothing about 
a return to 1ts stockholders. 

The scale rises among others, notably 
petroleum companies, and several heavy 
industry organizations were better fixed 
for the future than the rank and file. But 
it seems clear, when the column headed 
in the first 


“reserves” is scanned, that 


half of the year the companies were 
still pondering the problem. A year ago 
semi-annual estimates of profits, taxes 
and logical net income revealed much 


the same condition, but now the uncer 


tainties of contract renegotiation hangs 
more heavily over the heads of COrpo- 
rate executives. Stockholders  conse- 
quently are more than ever in the dark 
as to the extent to which the profits cf 
their companies can be stretched for 
dividend purposes. 

Even though a corporation’s net earn- 
ings, as estimated, may seem reasonably 
substantial, there remains a_ possible 
catch in them if the excess profits 
bracket is encroached upon. Under the 
Revenue Act of Ig42 excess profits are 
taxable to the extent of go per cent, 
with a post-war rebate of 10 per cent. 
But such a drawback is, in effect, frozen 
for the time being, inasmuch as pay- 
ment 


is made by the Government in 


bonds which are non-negotiable until 
after the end of the war. This form of 
i promissory note is quite different 


from cash. 


Point of Impact 


Under the Revenue Act normal and 
surtax excess profits taxes are extracted 
from profits before a corporation may 
provide for reserves for contingencies 
materials’ inven- 


such as heavy War 


tories. It is obvious that when a com- 
pany earns $6,103,000, as cited in the 
table, and yet must pay out more than 
$4,000,000 in Federal taxes, the margin 
left for normal and contingency re- 
serves, the retirement of borrowed funds 
(if any), and adequate additions to 
working capital, dims whatever expec- 
tations of pleasing dividends to come, 
stockholders may have acquired from 
a substantial gross earnings picture. 
The problems are real and weighty. 
The accompanying summary of corpo- 
rate opinion by the National Industrial 
Conference Board, after consulting 
many executives in far-flung sections of 
America, shows how the wind is blow- 
ing among business leaders who are 
trying to look ahead. They are hoping 
tax law enactment will 


that the next 


lighten the corporate horizon. 


Readying For Giant 
Third War Loan 


(continued from page 4) 


miliar with general securities on stock 
exchanges or over-the-counter, elements 
beside values are likely to be em 
phasized. The high standing of Unck 
Sam’s credit is generally appreciated. For 
personal solicitation stress will be laid 
upon investment in Government bonds 
as a sound way to conserve savings and 
to combat inflation, and hence Govern 
ment securities, with which the rank 
and file of citizens are familiar, will be 
That 
and G War Sav 


ings Bonds and Series C Treasury Say 


offered as well as new issues. 


is, sales of Series E, F 


ings Notes will be pushed in all the 
well-known denominations. 

The new bonds will consist of an issuc 
bearing 2) per cent interest, maturing 
December 15, 1969, but redeemable after 
December 15, 1964; and another carry- 
ing a 2 per cent coupon, maturing on 
September 15, 1953. This issue will be 
redeemable after September 15, 1951, at 
the Treasury's option. To be offered, 
also, will be an issue of 7g per cent cer- 
tificates of indebtedness, maturing Sep- 
1944. 


be dated September 15, 1943. 


tember 1, All of the issues will 

The Third Loan offering will contain 
features absent from the two preceding 
drives. Neither the 2 per cent bonds 
nor the 7g per cent certificates will be 
available, during the campaign for sub 
scription by commercial banks for their 
own account. Furthermore, it is ex- 
pected that the banks will be asked to 
refrain from either buying or trading 
in these issues until 10 days after the 
campign ends, or until after an offering 


of similar securities has been made t 


the banks for their own account. 


The circular offering the 2!5s pro 
vides that they shall not be held by 
commercial banks before September 15. 


1953: 


Six Months’ Earnings of Listed Companies 
Disclose Gain of 17.7 Per Cent 


ag corporate reports of 


income are estimates and it may 


Revision of War Con- 


pany net income, an increase of 11.2 


per cent standing in contrast with a 





S 
; be iaken for granted that final revisions, tracts Stillto be Accounted recession of 28.6 per cent last year. 
| when complete 1943 figures are in hand, , ‘ ae ‘ Viewing the improvement of such divi- 
ee Cy For in Figuring Actual 
: will be extensive in many cases. Of the sions as electrical equipment and auto 
) : ‘ 7 : Bo am : Ss: cadets = 
460 corporations with stocks listed on Half-year s Income motive, it is fair to assume that the first 
a . 
the New York Stock Exchange, whose six months of this year saw plant and 
q : ; 
results are tabulated below, compara- OS'S When the trafhe curve continues machine adaptation to war production 
( . ° 
tively few made any reckoning of the  ¢@fiers—41.2 per cent—stood in con- fully completed, resulting in largely in 
elects of war contract renegotiations. ast with a 42.6 per cent upturn in the creased production and effective econ- 
LIN . — . E 3 cia aaa a - . 
For that reason, among others including itst half of last year. As railroads are omies. 
ie P 3 ° ° ° ‘ 
the setting up of reserves to cover con- less subject than industrial corporations 
ul ie, ae 2 eigaes es oes : More Concerns Gain 
tingencies, adjustments of taxes and so © Tevisions of revenue receipts on ac- 
on, the rather surprising increase of 17.7. Count of war exigencies, it may be pre- This is emphasized by the fact that 
j . ‘ sing as ay ;' es me 
per cent in net earnings by 19 groups supposed from the figures that rail debt 303 of the 460 companies covered by the 
‘ gs g : ) 
1c = : * . : : : . : 
of corporations must be viewed with retirement will make an impressive dis- table showed an improvement over the 
some reservation play when 1943 results become public. 1942 period; last year only 154 of 450 
Ie a 
The half-year brought a resurgence companies reported net income gains 
‘ Proof of Progress of estimated electrical equipment com- over the first half of 1941. 
er 
iy Nevertheless, stockholders will be im- 
on pressed by the progress made by several ESTIMATED FIRST HALF 1943 NET INCOME OF 460 COMPANIES 
be categories over the corresponding 1942 HAVING COMMON STOCK LISTED ON THE 
we Oy lle NEW YORK STOCK EXCHANGE 
aut period. The automotive division, for 
od, example, reversed strongly the tendency — Assembled by Industrial Groups — 
- Be a - . Per Cent 
er- of profits in the first six months of last Number Change in 
I Number Net Pront: Numb Sits Malt 1983". 
>p- = » re rte ‘ — umber e ro : umber s a oS. 
| Feat: mR IgGs tae geo reported a de No. of Reporting Ist Half Showing vs. 
all cline of no less th in 51.2 per cent from Industry Issuers To Date 1943 Improvement Group Net Income Ist Half 1942) 
I | : f . fe . amusement ..... B 7 7 7 $ 20,402,000 +-49.3' 
; ra le saaiaies. . 90 < 
- snowing OF 1941, against an increase hutomatwe . <<< <« 63 39 38 28 129.365.000 129.2 
un of 29.2 per cent this year. Boilding . . 1... .s 24 13 12 6 11.130,000 + 5.7 
ng The amusement group, bolstered by Chemical... . « »§ « © 14 14 35 116.488.000 +11.7 
ids moving picture companies, came Electrical Equipment . 16 13 13 8 11.840.000 +10.2 
| ' : : : Finance : 29 23 23 6 26.055.000 + 11.2 
) “OU , ? ‘rece z OF 
€ through with a gain of 49.3 per cent Mood . «i: . 56 30 30 23 65.870.000 +14.1 
ab this year against a decline of 9.1 per ete 2. wean» B 8 8 6 6.516.000 + 3.4 
cit cent in 1942. And petroleum companies Machinery & Metal . . 76 16 15 26 34.703,000 + 4.4 
eX vecowcnel viele neewas adie & ti Mining a a er 19 19 11 11.609.000 + 4.7 
coverec eilr pre-war stride by esti- : cs ‘ epee 
; | a. Paper & Publishing . . 26 16 16 8 13.752.000 + 4.0 
to Mating a rise of net Income amounting Petroleum .... . 37 26 26 23 134.556.000 +19.5 
ns to 19.5 per cent, in contrast with a de- Rae 6 6 ee se. ce 15 413 39 339.425.000 +41.2 
. e H ge < 4 y ° ». © . st € 
the cline of 2.9 per cent the vear before. Retail Merchandising . 64 24 22 16 20.208.000 8.9 
= All f tl Steel, Iron & Coke . . 37 31 30 13 91.306.000 — 5.2 
Ine f eee ORE « ; 7TC Ss, AS r . ‘ ‘ ~ - 
ee vr ae POStNG «= 6 4 6 + 3 2 13 13 i 14.216.000 + 4.7 
to the table shows, reported gains, whereas All Public Utilities . . 47 29 21 4 169.690.000 +. 30 
last year all but two revealed declines Foreign Companies . . 13 6* 6 H 27.333.000 + 3.3 
ge Ra co ‘ ei ‘- pepe ~~ 
IO trom the 1941 showing. Cee kapenies . - . 1 * res oR: — ng 
‘ ‘ 5; All Companies . . 824 160 151 303 $1.347.261.000 +17.7 
by [he railroad gain of 41.2 per cent por- 
15, tr: i : abili F thi eee : 
5 raved again the ability of this group er 
to absorb tax burdens and increasing 
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CORNELL-DUBILIER ELECTRIC CORPORATION 


126.519 Shares Common Stock, $1 Par 
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NATIONAL CONTAINER 
CORPORATION 
330,482 Shares 


Common Stock, $1 Par 












































HE importance of shipping con- 
tainers as an adjunct to America’s 


War enterprise in Europe and Asia is 


ELEC 
TRIC CORPORATION, — the 


common stock of which was admitted 


to trading on August 20, is engaged ex- 
clusively in the manufacture and_ sale 
of various types of capacitors (also 
known as fixed electrical condensers), 
which are devices for storing electrical 
energy between two or more conduct- 
ing surfaces separated by dielectric or 
The 


duces and sells more capacitors, whether 


non-conductors. company pro 
measured in number of units or dollar 
value of sales, than any other company 
in the world. 

Pursuant to an agreement with Cor 
nell Electric Manufacturing Company, 
Inc. and Dubilier Condenser Corpora 
tion, two pioneer manufacturing con- 


cerns which specialized in the field of 


12 

















capacitors, the company in 1936 took 
over from those companies the manu- 
facture and sale of capacitors, William 
Dubilier, Di- 


rector of its Reseach Department, de- 


first Vice-President and 
veloped the first practical mica capaci- 


1QO4, 


been, and still is, active in the develop- 


tor in and since that date has 
ment of new products. 

Originally, the largest part of the 
company's Output was sold to manu- 
facturers of radio receiving sets. Nu- 
merous technical improvements in 
products and methods of manufacture 
and the continual development of new 
uses have greatly broadened markets 
since that time. The rapid growth in 
Auorescent lighting and the increased 
use of power factor correction capacitors 


(continued on page 14) 


emphasized in statistics revealed in con- 
nection with the listing on the New 
York Stock Exchange of National Con- 
tainer Corporation common stock. 
“Pulp, paper and shipping containers 
have been recognized as an_ essential 
industry by the War Production Board 
and War Manpower Commission,” the 
company notes. “Well over 500 per cent 
of the shipping containers produced by 
the company are used in industries that 
produce materials for the war effort, 
and also for essential civilian require 
ments. It is expected that this percent 
age will greatly increase in the future. 
The box plants have added 
equipment to their facilities so that they 
are now producing V-type weather 
proof boxes required for Lend Lease, 


Army and Navy shipments.” 


Recent Growth 


The company was incorporated un 
der Delaware laws on March 2, 1937. 
although a predecessor organization be- 
gan business in 1929. In 1937 the cor- 
poration built a kraft, pulp and board 
mill at Jacksonville, Fla. Two years 
later a converting plant was also erected 


National 


tainer’s chief converting plant has been 


at the Florida city. Con- 
located at Long Island City, New York, 
for fifteen years. A wholly owned sub 
sidiary, Corrugated Kraft Containers, 


Inc., a California Corporation, has a 











NER 


n- 
W 


N- 


37: 
Or- 
rd 
Ars 
ed 


On 















































plant at Oakland, Cal. Northeast Con- 


tainer Corporation, an unconsolidated 


subsidiary, has its plant located at Brad- 
ford, Pa. 

The Anchor Container Corporation 
is engaged in the sale of the products 
manufactured by other subsidiaries, with 
its ofhces in New York City. This is 
entirely owned by the parent organiza- 
tion, as is Airdepot Realty Corporation, 
which holds title to and operates the 
real property in Long Island City con 
taining the main converting — plant. 
National Turpentine & Pulpwood Cor- 
poration, wholly owned, holds title to 
the parent company’s timberlands in 
Florida. 

National Container Corporation and 
subsidiaries valued their combined fixed 
assets at a depreciated value of $5, 
807,779 as of March 31, 1943. Total 
assets were $9,153,197. Of an issue of 
$1,482,500 5 per cent debentures out- 
standing as of December 31, 1941, $1, 
2g0,000 remained in investors’ hands on 
March 31, 1943. On the latter date the 
reported earned, paid-in and capital sur 
plus amounted to $4,981,029. 

The consolidated condensed income 
statement for the last three years shows 
these totals: 1g4o, $785,670; 1941, 
$1,073,434; 1942, $654,832. The net profit 
for the first quarter of 1943 was $175,139. 

Dividends of 1940-42, inclusive, were 
$1.20, $1.25 and $1.00 per share. In the 
three months ended March 31, 1943, a 
dividend of 25 cents a share was dis- 


tributed. 


HE common. stock of Houston 
Lighting & Power Company, a 
Texas corporation, consisting of 500,000 
shares without nominal or par value has 
been listed on the New York Stock Ex- 
change. Trading began on August 16. 

The stock of the company was ac- 
quired in 1g22 by National Power & 
Light Company, but that company dur- 
ing 1g42 and 1943 disposed of all of its 
holdings in Houston Lighting & Power 
Company and the shares are now held 
by more than 5,000 stockholders residing 
in 43 States, District of Columbia, 
Alaska, Hawaii and five foreign coun- 
tries. 

The company is engaged principally 
in the generation, transmission, distribu- 
tion and sale of electric energy. The 
company’s system, closely integrated, 
covers or extends into 11 counties on the 
Texas Gulf Coast with an estimated 
population of over 800,000. The follow- 
ing incorporated cities are on the com- 
pany’s system: Houston, Galveston 
West University Place, Bellaire, South 
Side Place, Goose Creek, Pelly, La Porte, 
Pasadena, Galena Park, Humble, Rich- 
mond, Rosenberg, Wharton, Freeport, 
South Houston and Tomball. Texas 
City is served indirectly. 


In 1882 the city of Houston granted 


POWER COMPANY 


500.000 Shares 








HOUSTON LIGHTING & 


Common Stock. Without Par 
































an electric franchise t 


a company 
formed for the inital purpose of fur- 
nishing arc lighting service, and the 
present company is still operating under 
this franchise in Houston. The com 
pany was organized in 1go6 with a small 
local plant in that city, but it has ex- 
panded its operations over its present 
territory to serve its increasing needs. 
The growth of the company may be il- 
lustrated by its history of total operating 


revenues, which have been as follows: 


1906 $ 307.000 1939 $12,237,000 
1920 1,579,000 1940 13,007,000 
1930 8.790.000 1941 14,319,000 
1938 11.520,000 1942 16,484,000 


During its history Houston Lighting 


& Power Company has consistently low 


C-D Capacitor installation at the new Col#mbia Broadcasting station W ABC (Page 12) 
National Container plant in Florida (upper)—Turbine room at Houston L. & P. Co. steam 
electric generating station in South Texas 























ered its rates. In 1913 the top residential 


rate in’ Houston kwh, 


Was 13f per 


whereas in 1942 it 


The lowest step in the residential rate 


was 3.5¢ per kwh. 


in Houston in 1g13 was 7¢ as against 
1'5¢€ in 1942. It is the general policy of 
the company to have rates as nearly uni- 
form throughout its entire territory as 
conditions warrant, and rate reductions 
are usually general throughout the en- 
tire service area. Its rates now in effect 
are low in comparison with all national 
averages. 
Broad Area Served 

In the company’s territory are 156 
cities, towns and villages, and at present 
it is serving 142,165 homes, 19,087 rural 
and farm users, 18,166 business estab- 
lishments, 443 industrial plants and 1,088 
governmental and municipal services, 
including plants operated under the su- 


Federal 


The principal activities in the territory 


pervision of the Government. 
are: oil production and refining and pro- 
duction of natural gas; manufacture of 
steel and steel products, oil tools, ce- 
ment, paper and ships; production of 
magnesium and cther chemical prod- 
ucts; shipping and other transportation; 
agriculture, including the raising of cot 
ton, rice. and livestock feeds, and the 
processing of agricultural products; cat- 
tle raising; and the mining of sulphur 
and salt. 

In this area also are several large 
plants for the manufacture of synthetic 
rubber. The building of ships, the man- 
ufacture of steel and steel products, and 
the production of magnesium have been 
developed in recent years, mainly since 
the outbreak of the war. The territory 
is very rich in mineral wealth, there 
being over 45 areas producing oil and 
> producing sulphur. 

The major portion of the electric en- 
ergy sold by the company is generated 
by steam turbines in the company’s four 
principal plants. The largest plant is the 
147,000 kw Deepwater plant located near 


Houston; the second is the 56,000 kw 
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Cornell-Dubilier Stock Listed 


(continued from page 12) 


by public utilities were influential in 
causing a large increase in pre-war sales. 
Sales to the fluorescent lighting indus- 
try in 1941 were almost equal to the 
sales to the radio industry. 

In addition, capacitors have found 
increasingly wide application in various 
types of household appliances and busi- 
ness machines, communication systems, 
such as telephone, telegraph, teletype, 
wire photo, facsimile transmission, as 
well as in the electrical systems of aero- 
planes, automobiles, buses, motorcycles, 
tractors, and in electric welding equip- 
ment. 

Capacitors are an essential compo- 
nent in every electronic device, such as 
radar, color 


packaging machinery, 


matching, automatic selection, smoke 


detection, illumination control, timing 
service, automatic weighing and mea- 
suring, electric-beam door openers, sort- 
ing and grading, as well as electrically 
operated and controlled medical and 
scientific equipment. 

Almost the entire output is now go- 
ing to the Army, Navy and Maritime 
Commission. In the war effort, capaci- 
tors are being used not only in all types 


of communication equipment tor aero- 


planes, tanks, ships and for the Signal 
Corps but also in many types of elec- 
tronic devices used in war plants, in 
arc and spot welding equipment, in 
induction heating furnaces, fluorescent 
lighting, and by the public utilities and 
others for the conservation of power. 
The company serves over 2400 cus- 
tomers in the manufacturing field and 
450 jobber outlets which resell the ca 
pacitcrs for replacements in radios, 
automotive ignition systems and house 
hold electrical appliances. The Cornell 
Dubilier conducts its manufacturing 
operations in five plants located in 


Massachusetts, Rhode Island and Nev 


Jersey. 

The sales, net income, and dividend 
record over a period has been as fol 
lows: 

Yrs. to Dividends 
g/ 30 Sales VetIncome Paid 
1942 $12,484,090 $786,000* $0.85 
194] 6,417,000 659,000 —*4 
1940 3.058 000 626.000 LS 
1939 2 .653,000 184.000 0.40 
1938 1,989,000 31,000 0.10 
1937 2,749,000 185,000 (0.70 


* After renegotiation. 

** Dividend was omitted in 1°41 in or- 
der to provide funds tor additional 
plant equipment. 





Gable Street plant located in the City 
of Houston equally distant from the 
downtown load center of that city and 
its industrial district; the third is the 


== 


new 37,500 kw West Junction plant, 


placed in operation July 7, 1943 also lo- 


*, 
cated near Houston; and the fourth is 
the 3,000 kw plant located in Galves- 
ton. In addition, the company has in- 
terconnections with, and purchases elec- 
tric energy from, the Lower Colorado 
River Authority operating electric gen- 
erating plants on the Colorado River, 
and Central Power & Light Company. 


As with other industries, the war has 


placed a severe burden upon the com 
pany. The electrical output in May, 
1943, Was approximately two and one- 
third times that of May, tg4o, without 
the addition of any new generating ca 
pacity. This was made possible by 4 
comprehensive system of transmission 
line interconnections with other electric 
generating facilities. The company has 
been able to meet all demands for elec- 
tric energy for essential purposes. 

The company has regularly paid from 
earned surplus dividends on the com 
mon stock at the rate of $3.60 per share 


each year for the past twelve years, 


| est Coast Prepares for Enlarged Sales Outlet 


(continued from page 6) 


with industrial chemical and_plas- 
developments to bring a whole series 
ol new manufacturers to the Coast. 

d don’t think that western entrepre- 

irs, and some from the more en- 

nched East, aren't scrambling — to 
sp the potential advantage! 

For instance, envisage the swift rise 
of air transport and the globe-girdling 
plans for airlines. That spells plane 
production. So does the post-war vision 
of a flying “automobile” for family use, 
and the Coast companies are setting 
their sights. But, few expect aircraft 
building to occupy fully the present 


tremendous production facilities. 


Seeking New Products 

So they are probing the possibilities 
in dozens of other fields, looking for 
products that might be adapted to fa- 
cilities and to competitive require- 
ments. Some have already looked into 
scores of different products, ranging 
all the way from pre-fabricated houses 
and autos to refrigerators, washing ma- 
chines, household appliances and_ clear 
down to gadgets. 

All have ideas, then, and a good many 
have blueprints and even models. But 
they are fully conscious of the two big 
stumbling blocks. 

First, they must produce something 
different, or better in order to win even 
the nucleus Pacific Coast market. And 
second, they can hardly develop the 
sales organization overnight that is nec- 
essary to vast national or international 
distribution. 

Then perhaps the sage course, as one 
wise businessman “planner” puts it, is 
for western hopefuls not to begin with 
the primary idea of competing with 
established eastern manufacturers. It 
might be far more sagacious, he believes, 
first to go and find out what our po- 


tential billion customers in the Pacific 


Basin want. Then embark on the task 
of producing to satisfy those wants. 

American industry has much to learn 
in the field of foreign trade, he adds. 
We go about selling what we produce 
in quantity, instead of selling by making 
what the Chinese or the Chilean cus- 
tomer wants. New western industry 
can take a leaf from the book of our 
principal pre-war foreign competitors, 
he concludes. 

More than one of the post-war plan- 
ners is thinking along these lines when 
he studies market potentialities. The real 
opportunities are to the west and to the 
south, and the Pacific Coast is the 
real gateway, Why not put new market- 
ing efforts into relatively virgin terri 
tory? 

And that, of course, brings the Coast 
“realists” right back to where the Vi- 
sionary left off. If western industry is 
to plan and build market outlets for its 
new products outside its immediate 
area, then it must face the evidence. The 
Visionary ’s feet may be well off the 
ground, but if industry is to accept the 
challenge it must soar right along with 


him. 


Mental Blueprints 


It wants to pick up the gauntlet, too, 
and fulfill its industrial dream. So_ it 
is laying out various blueprints prepara- 
tory to pursuing one or another dynamic 
future course. But that’s a_ relatively 
long-range program. 

What is to be done with all the po- 
tentially great industrial advantages that 
have been born of war in the immedi- 
ate post-war period? What will be done 
with the new surpluses of steel, alumi- 
num, magnesium, plastics, chemicals 
and power? 

Well, a little dreaming, a lot of plan- 
ning and working and the immediate 


market outlet for the Pacific Coast in 


dustrial empire can unfold. Flenry 
Kaiser, for one, has painted the pictui 

He has laid down the blueprint, a 
four-part outline, to start the industrial 
empire on its way as soon as the war 
is won. He calls for housing, millions 
of units. He calls for highways, six-lane 
thoroughfares across the continent. He 
calls for hospitals built by industry. And 
he calls for transportation with lighter 
metals, better fuels. 

Above all, he calls for courage on the 
part of Pacific Coast industry. Its po- 
tentiality is remarkably great, but only 
hard work will bring realization. It is 
the problem that confronts all progres- 


sive peoples. 


Microscopic Bond 


Discount 


(continued from page 8) 


the legal list on June 30 of last year, 
A kind of box score of representatives 
of the restored group of more than 
$2,000,000,000 par value has been pub- 
lished from time to time. Turn to 
page 8; but before looking at the prices, 
it might be worth mentioning that on 
June 30, 1942, the average price of the 
rail group was 60.59 as compared with 
73.37 on July 31 this year. 

The prices at the close of July by no 
means paint the lily in respect to buy- 
ers’ estimation of the bonds this Sum- 
mer, inasmuch as the market then was 
in course of a sharp reaction, following 
the fall of Mussolini from Italian affairs 
and a wave of peace talk. 

Reference to the score indicates at the 
least that investors who were impressed 
by the renewed legal standing of such 
bonds for trust fund and savings bank 
investment in New York saw capital 
invested in them appreciate consider 
ably. By the same token, institutional 
holders which had not liquidated their 
bonds subsequent to their’ elimination 
from the legal list in the 1930's had a 


firm market in which to sell. 
















































An Old Tale Has Ended, But the Moral 


Lingers On 


(continued from page 2) 


retreat of 16.65 “points,” compared with 
i recession of 11.82 “points” over a simi- 
lar period to the level of at least tem 
porary stability after Mussolini's fall. 
The bottom of the dip in 1g16 was 
reached on December 21 with the aver- 
age at go.16. (The fact that the index 
stands much higher now than 27 years 
ago is due to adjustments caused in the 
interval by reason of split-ups and other 
factors affecting the stocks used in cal- 
culating the Dow, Jones & Co. figures; 
in 1916, 20 stocks were employed instead 


of the current 30.) 


An Early Rebound 


From go.16 the average rebounded to 
ag.18 by January 7, 1917, then receded 
to 95.13 on January 13 and remained in 
that neighborhood for the remainder of 
the month. 

Then came another war development 
which, while foreseen in some quarters, 
brought a shock, nevertheless, although 
of a kind exactly the opposite of the 
Kaiser’s peace move. Knowledge that 
unrestricted warfare by German sub 
marines was at hand aided in carrying 
the average back to $87.81 on February 2. 
This portended a longer war instead 
of a short one, but we are concerned 
with the American speculative market 
practice of jumping suddenly whatever 
the news, provided that it is unexpected. 

By February 20, 1917, the average had 
recovered to g4.gt and, after a short 
reaction, it went to g8.20 in the first 
three weeks of March, ending that 
month at g5.41. In April the United 
States entered the war bad news 
if there ever was any and the 
index ranged between go.66 and 97.06, 
with Q3.23 recorded as April ended. May 
brought a recovery with g7.38 the aver 


age at the end of the month. In June 
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a gradual downward drift’ got: under 
way, led by the so-called “war babies” 
until 65.95 was established in December 
—a decline of some 24 points in a little 
more than a year—with final dealings 
of that month on a rising price trend. 

From February, 1gis, to the end of 
the war and the end of the year, the 
index moved between 75.58 and &g.07, 
with the tendency upward after the 
German defeat was sensed publicly. 

If anything can be made of the paral- 
lel as time goes on, the task may be 
left to the chart makers. Hindsight 
suggests that the bloom went off the 
speculative rose with the Kaiser’s bid 
for peace in 1916, although the war was 
to last almost two more years, 

The fact was that a great deal of dis- 
counting of corporation war profits Was 
done with the speed no longer witnessed 
in modern stock markets during 1915 
and the early months of 1g16, with the 
rise of Bethlehem Steel from around 60 
to a level above 600 pacing the price 


procession. 


Quick Furnishing of a Home 
for Homeless Securities 
(continued from page 8) 


Incidentally, the establishment of “when 
distributed” trading called for revision 
by the Federal Reserve Board's regula- 
tions respecting the delivery of certifi- 
cates on contracts providing for such 
delivery. A notification from the Re- 
serve Board to members of national 
securities exchanges and brokers and 
dealers in securities of the Second Fed- 
eral Reserve District was sent out as an 
amendment No. 3 of Regulation Ty as 
follows: 


“If the security when so purchased is 


an issued registered security which is 
to be distributed by a public utility hold 
ing company pursuant to a plan pro 
vided for by section 11 of the Public 
Uulity Holding Company Act of 1935 
and which has been approved by a na 
tional securities exchange for trading on 
a ‘when distributed’ basis, the period 
applicable to the transaction under sub 
division (2) of this section 4(c) shall 
be 7 days after the date on which the 
security is so distributed.” 
A Service Rendered 

That a genuine service was provided 
by “when distributed” dealings is seen 
in a volume upwards of 2,000 shares 
daily in Philadelphia Electric Company 
shares. Around August 27 the common 
stock, admitted to the trading list, is 
scheduled for initial transactions with 
certificates available for delivery. 

Instead of 15,000,000 shares of au- 
thorized common stock which existed 
prior to steps in dissolution of The 
United Gas Improvement Company, 
Philadelphia Electric’s capital now con- 
sists of 12,630,924 shares of authorized 
common stock without par value and 
2,369,076 shares of $1 Dividend Pref- 
erence Common—a new designation for 
stock to come to the Stock Exchange 
list. The preference shares are con- 
vertible into common. In addition, 
there are 274,720 shares of 4.4 per cent 
preferred stock of $100 par. 

These stocks will be listed: 

10,529,230 shares of common stock, of 
which 8,160,154 shares are outstanding. 
The remainder are reserved for con 
version of the $1 Dividend Preference 
Common; 

2,369,076 shares of $1 Dividend Pret- 
erence Common, and 274,720 shares of 
4.4 per cent preferred stock. 

The company reported as consolidated 
net income for the year ended Decem 
ber 31, 1942, the amount of $15,536,672 
after taxes and interest on $182,174,333 
of funded debt of the parent company 


and subsidiaries. 
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1943 1942 

MONTH END DATA JULY JUNE MAY JULY 

1 Shares Listed. — (Mil.) 1,479 1,469 1,470 1,471 
, Share Issues Listed : (No.) 1,235 1,231 1,234 1,239 
, Par Value of Bonds Listed . (Mil. Ss) 80,879 80,999 81,479 63,992 
Bond Issues Listed (No.) 1,117 1,124 1,127 1,150 

Total Stock and/or Bond Issuers. (No.) 1,194 1,194 1,196 1212 

Market Value of Listed Shares (Mil. Ss) 17,578 48,877 48,438 34,444 

| Market Value of Listed Bonds : (Mil. $) 80,352 80,704 81,048 61,277 
: Market Value of All Listed Securities (Mil. S$) 127,930 129,581 129,486 95,721 
: Flat Average Price—All Share Issues (S) 44.24 $5.21 45.07 35.00 
> Shares: Market Value — Shares Listed (S) 32.17 33.27 32.96 23.42 
| Bonds: Market Value — Par Value (S) 99.35 99.64 99.47 95.76 
| Stock Price Index (12/31/24=100) (%) 66.3 65.6 46.6 
Shares in Short Interest* Saer (Thou.) 837 880 980 517 

: Member Borrowings on U. S. Gov't Issues* (Mil. $) 128 150 197 t 
Member Borrowings on Other Collateral* (Mil. S) 491 i58 424 3 

r Per cent of Market Value of Listed Shares? (%) 1.03 0.94 0.87 4 
Member Borrowings—Total* . (Mil. $) 619 608 621 346 
4 N. Y. S. E. Members’ Branch Offices (No.) 762 757 757 772 
\- | Total Non-Member Correspondent Offices (No.) 2,341 2,341 2,338 2,615 

., | DATA FOR FULL MONTH 

. | Reported Share Volume (Thou.) 26,324 23,416 35,052 8,374 
| Daily Average (Incl. Saturdays) (Thou. 1,012 901 1,402 322 
; | Daily Average (Excl. Saturdays) (Thou.) 1,133 973 1,563 348 

if re Ratio to Listed Shares oe ae Seen 1.79 1.59 2.39 0.57 
Total Share Volume (Incl. Odd Lots)* (Thou.) 32,136 32,704 14,562 10,964 
: | Money Value of Total Share Sales* (Thou. $) 782,864 715,329 823,194 258,535 
) | Reported Bond Volume (Par Value) (Thou. $) 275,338 236,099 343,226 125,605 
-¢ Daily Average (Incl. Saturdays). .  .  (€Thou. $) 10,590 9,081 13,729 1,831 
| Daily Average (Excl. Saturdays) (Thou. $) 11,739 9,956 15,398 5,222 
Ratio to Par Value of Listed Bonds (©c) 340 291 AAS .200 
I Total Bond Volume (Par Value)* . (Thou. S$) 298,556 262,596 404,339 142,932 
yf Money Value of Total Bond Sales (Thou. S$) 157,731 147,981 199,696 71,249 
N. Y. S. E. Memberships Transferred . (No.) 3 i 3 7 
; Average Price . . . a s 40,000 42,666 48,000 22,333 
i Items are as of ledgers which normally reflect transactiois up to the clese of the second full preceding business day. 
a] +Ratics of member borrowings on other collateral to market walue of listed shares. This ratio figure is not com- 
a parable to the ratios publisked prior to May, 1943. To obtain ratics comparable to those previously published, the 


ictal member borrowings should be divided by the market value of all listed shares. 
+Not avaliable. 
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On the battle fronts of Europe? Perhaps. But 
this is not a military prophecy, this is not a 
venture in the dark—this is a statement of 
plain fact. On September 9 begins the United 
States Government’s all-out Third War 


Loan Campaign to borrow from its people 


Through the Sale of 


BONDS FOR VICTORY 


Prepare Now! Dig Deep! Buy to the Limit! 








